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SINGAPORE KEY BOONOMIC INDICA‘ 
(Current US$ millions, unless eS specified) 


% change 
1980- 
INCOME, PRODUCTION, EMPLOYMENT 1981 
QP 19.4 
QWPy/Capita 18.0 
GDP 18.6 
G@P (at 1968 factor prices) 11.4 
GDFCF (Gross Dom. Fixed Cap. Form.) 27.6 
--as % of GNP ° 6.3 
Output by Manufacturing Sector 11.2 
(at 1968 factor prices) 
Labor Force (000s) (mid-year) 3.9 
Unemployment (%) (mid-year) -3.3 
Index of Industrial Wages 16.9 
(August, 1972 = 100) 
Labor Productivity (increase) 


MONEY AND PRICES 

Money Supply (M1, end of period) y 
Money Supply (M2, end of period) 
Prime Rate (end of period) 

CPI 1977-78=100 (end of period) 

CPI (average of monthly levels) 

WPI (1974 = 100) (end of period) 

WPI (average of monthly levels) 

GP Deflator (1969 = 100) 
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TRADE AND PAYMENTS 
Exports of Goods (f.0.b.) 20961 20782 ; 2 6.8 
(excl. Indonesia) 
--Domestic Exports 13938 13625 14.1 
--U.S. Share (%) 13.2 12.6 ~ 
(absolute amount) (2768) (2614) (10.9) 
Import of Goods (c.i.f.) 27566 28152 5. 13.4 


(excl. Indonesia) 
--U.S. Share (%) ‘ 12.6 12.9 - 
(absolute amount) (3482) (3633) ° (1.6) 

Merchandise Trade Balance -6605 -7370 * -41.1 
Balance on Current Account (Mer- -1382 -1279 ° 12.8 
cChandisé trade balance, services, 

and private & official transfers) 
Balance on Capital Account 2283 2230 
Balance on Trade & Payments 917 1176 
Changes in Official Reserves -917 -1176 

(minus = increase) 
Official Reserves (end of period) 7331 8373 
External Public Debt (end of per.) 424 409 


S$ to US$ (average for period) ° 2.1130 2.1400 
- Not applicable 
Y/ Using exchange rates as at end of period: 1980 : US$1 = S$2.0935; 1981 : US$1 = S$2.0478; 1982 : US$1 = S$2.1085 


Source: Government of Singapore publications. 





SUMMARY AND INTRODUCTION 


Singapore was able to maintain a remarkably strong rate of real economic 
growth in 1982 in spite of the global recession. This achievement was 
particularly striking in view of the country's complete dependence on 
external trade. Even so, 1982's economic performance was a significant 
departure from the country's headlong growth rates in prior years. Real 
Gross Domestic ws (GDP) grew 6.3 percent for the year, compared with 
9.9 percent in 1981.’ Per capita GNP, second-highest in Asia, reached 
US$5,700. The rate of inflation was virtually nil for most of the year. 
Unemployment decreased, despite a fall in manufacturing. The external 
sector was very weak, reflecting the general fall in world trade. Total 
exports fell about one percent, versus 8.3 percent growth in 1981, and 
domestic exports actually fell 2.2 percent. The capital account was 
unexpectedly strong, however, and the balance of payments surplus increased 
by 28 percent. Official foreign reserves were up by 14.2 percent. The 
Singapore dollar fell about two percent against the U.S. dollar, but 
appreciated against other major currencies. The Government of Singapore is 
pursuing a moderately expansionary policy, depending on the stimulation of 
domestic demand, and should be able to maintain real economic growth of 4.0 
to 6.0 percent this year. Continuation of the current economic recovery in 
the United States will be needed to maintain or improve upon this 
prospective growth rate. 


l/ this growth rate is calculated in terms of constant 1968 factor 
costs and Singapore dollars. Other growth rates in this report 
are calculated in U.S. dollars. 





ECONOMIC PERFORMANCE IN 1982 


SINGAPORE FEELS THE WORLD RECESSION: Singapore's economy, one of the most 
adaptable and well-managed to be found anywhere, felt the contractionary 
effects of the world recession in 1982. Singapore's economic success story 
has not come to an end, nor does it appear likely to do so. Nonetheless, 
the economy's performance last year marked a notable slowdown from the 
vibrant growth of the last decade. Most of Singapore's economic indicators 
still reached enviably high levels, and this small country is in a better 
position to profit by any general economic recovery during the coming year 
than are most developing nations. 


Singapore's economic progress has been one of the most remarkable 
achievements chalked up by any government during the past 20 years. Per 
capita gross national product rose to US$5,700 last year, tne second-highest 
in Asia. Led by the expansion and diversification of export-driven 
manufacturing and services, real Gross Domestic Product (GDP) grew at an 
average rate of more than nine percent during the 1970's, and accelerated to 
9.8 percent during 1979-1981. In 1982, however, annual real GDP growth fell 
to 6.3 percent. Contributing most to this slowdown was weakness in the 
manufacturing and trade sectors. A deceleration of this sort was 
unavoidable, in view of the country's overwhelming reliance on foreign 
trade, the persistence of recession among its major trading partners, and 
the consequent retraction of world trade. In 1982, known merchandise 
exports equalled some 153 percent of GDP, a typical result for Singapore. 


The actual ratio was probably higher, since Singapore does not publish data 
on its substantial trade with Indonesia. 


Foreign trade continued to grow, but at rates much below those of prior 
years. Merchandise exports fell by about 1.0 percent, dropping to US$20.8 
billion (f.0.b.). Exports grew by 8.3 percent in 1981, after an explosive 
31.0 percent average annual growth during 1977-1980. ‘Total foreign trade 
was up only 0.8 percent, compared to an average rate of 28.6 percent over 
the previous three years. Imports grew 2.1 percent and reached US$28.2 
billion (c.i.f.). Consequently, the usual merchandise trade deficit 
totalled US$7.37 billion, an increase of 11.6 percent over 1981. The trade 
deficit had risen 43 percent in 1981. The 1982 trade deficit was partly 
offset by a surplus of US$5.8 billion on the services account, an 
improvement of 19 percent over 1981 and one attributable to higher sales of 
port services, tourist spending, and higher interest earnings on overseas 
investments. The deficit on the current account balance, as a result, 
diminished from US$1.38 billion in 1981 to US$1.28 billion in 1982. Net 
inflows of capital including short-term funds, were sufficiently strong to 
increase the overall balance of payments surplus from US$917 million in 1981 
to US$1.18 billion in 1982, an increase of 28 percent. Overall, capital 
inflows declined only 2.3 percent last year. Inflows were induced in part 
by a narrowing of interest rate differentials vis-a-vis the U.S. capital 
markets in the latter part of the year; higher differentials had earlier 
favored outflows of investment funds to the U.S. Investment capital was 





also drawn into Singapore by the country's attractive growth potential, the 
relative strength of the Singapore dollar, and some concern over economic 
and political trends in other countries in the region. Direct investments 
carried out by foreigners totalled about US$470 million last year, 
reflecting past investment commitments. This was a reduction from the 
US$700 million invested in 1981, however, and the figure may slip again in 
1983, since new net investment commitments in manufacturing by foreigners 
were down about ten percent in 1982. Foreign companies operating in 
Singapore retained about US$470 million in earnings in the country in 1982, 
about the same as in 1981. 


The strength of the balance of payments raised the country's official 
foreign reserves to US$8.4 billion in 1982, an increase of 14.2 percent over 
1981. The official reserves are made up almost entirely of gold and foreign 
exchange in the form of cash or high-quality short-term official 
instruments. The actual value of the reserves is thought by many observers 
to be higher, because the Singapore authorities do not publish data on the 
proportion made up of gold or the valuation of the gold holdings. 


The weakness in the trade sector was the chief contributor to the outright 
contraction of the manufacturing sector, most of the output of which is 
destined for overseas markets. Production in the manufacturing sector, 
adjusted for inflation, fell 6.8 percent in 1982, the first such decline 
since the recession of 1975. Real output of manufactures had risen a robust 
11.2 percent in 1981. This contraction, dealt with in more detail below, 
was concentrated in the electrical and electronics, petroleum, 
transportation equipment and oil rig, and textiles industries. The slowdown 
in current production and trade had its counterpart in a lower rate of new 
investment in manufacturing activities. Total net investment commitments in 
manufacturing rose at an average annual rate of 58 percent during 1978-1981, 
with commitments from foreign investors growing by 50 percent on average. 

In 1982, however, total net investment commitments in this sector fell about 
10.5 percent. Such commitments from foreigners were down by 10.2 percent. 
Most of this decline can be attributed to the general drop in profitability 
and new capital formation among manufacturers in the industrialized 
countries, and to the continued drop in world trade. Part of it may also be 
explained by Singapore's policies of deliberately increasing labor costs 
during 1979-1981 and of encouraging only certain kinds of industries, in 
order to shift the manufacturing sector into higher technology products and 
processes. The appreciation of the Singapore dollar has also raised the 
country's relative production costs. 


DEALING WITH THE SLOWDOWN: As the recession's effects became more 
pronounced, prices indicated that inflation had been almost entirely wrung 
out of the economy. The Consumer Price Index (CPI), which rose 10.4 percent 
in 1981, was up only 0.8 percent from December 1981 through December 1982. 
Indeed, the index was below its December 1981 level from February through 
October 1982. A parallel measure used by the Singapore Government, 





comparing the average monthly levels of the CPI in each year, showed 
inflation falling from 8.2 percent in 1981 to 3.9 percent in 1982. Most of 
the major components of the index held steady; food, accounting for 49.6 
percent of the CPI, rose only 0.08 percent. The Wholesale Price Index (WPI) 
fell for the second year in a row, declining 2.3 percent from year-end to 
year-end. Contributing most to this decline were softer wholesale prices 
for food (10 percent of the index by weight), fossil fuels (16 percent), and 
manufactured goods (21 percent). The chief deflationary influences at work 
were the continued glut on the world petroleum market; 30-year lows in real 
basic commodity prices; the appreciation of the Singapore currency; good 
crop harvests in supplying countries; a softening of local real estate 
prices; and the general economic pause. 


Monetary policy during 1982 reflected the deceleration of real economic 
activity. It also highlighted the difficulties of managing the money supply 
in a small, open economy with no foreign exchange or capital movement 
controls. The Monetary Authority of Singapore (MAS), which performs the 
essential functions of a central bank, must tread a fine but shifting line 
between the need to accommodate economic growth and the need to keep import 
costs down and the capital account in surplus. Capital flows can readily 
offset the efforts of the MAS to influence the behavior of the monetary 
aggregates and prices, but this effect is difficult to track because capital 
account data are only published on an annual basis. 


Ml rose 9.4 percent over the year, versus an increase of 20.7 percent in 
1981. This measure actually declined through August, and then grew 11.8 
percent over the last four months of the year. M2 rose by 12.6 percent, 
versus some 25 percent in 1981; this broader gauge of liquidity fell 1.8 
percent from December 1981 through June 1982. It then expanded by 10.5 
percent over the second half of the year. Lending by financial institutions 
to the private sector amounted to US$2.0 billion for the full year, a drop 
of 14.7 percent from 1981. Private credit demand was sharply stronger in 
the second half, however, accounting for US$1.5 billion of the year's total 
and running some 9.3 percent ahead of the same period a year earlier. The 
average annual increase in such lending during 1979-1981 was 55.5 percent. 
Deposits of the public sector with banks subtracted some US$2.2 billion from 

uring the year. is was about 32 percent more than was subtracted 
during 1981 via such deposits. However, official policy seems to have been 
somewhat less contractionary than in 1981; this drag on the expansion of M1 
increased by some 34 percent in the previous year. Meanwhile, increases in 
net external assets held by banks and the MAS added a substantially greater 
boost to Ml than was the case in 1981; these assets were up by US$0.8 
billion over the first 11 months of 1982, about 83.2 percent above the 
increase realised in 1981. 


The MAS intervened frequently during the year to provide sufficient 
liguidity and to check any upward pressure on interest rates, as part of the 
government's deliberate counter-cyclical policies. During the first half, 
while rates were rising, this policy was constrained by the need to avoid 
any pronounced widening of interest rate differentials vis-a-vis the U.S. 





financial markets, to avoid excessive capital outflows. During the second 
half, the decline in short-term interest rates in the U.S. and on the 


Eurocurrency market produced a corresponding fall in Singapore's interest 
rates from their 1981 historical highs: 


1981 1981 1982 1982 1983 
(end of period) Sept. Dec. June Dec. March 


3-month inter- 
bank 13.19 7.5 9.25 8.50 6.31 


Prime Rate 14.53 11.83 10.98 9.33 9.10 


3-month SIBOR 
(Euro-Dollars)..: ’ 16.50 14.38 16.69 9.56 9.56 


S$/US$ (average 
for period) 2.1461 2.0516 2.1370 2.1525 2.0800 


Source: Monetary Authority of Singapore 


With respect to exchange rates, the Singapore dollar demonstrated pronounced 


strength overall during the year. It depreciated against the U.S. dollar by 
a little over 2.0 percent, following a very irregular path. The Singapore 
currency reached a low of S$2.21 to US$1.00 in November and then 
strengthened to S$2.1085 at year's-end. Against the currencies of its other 
major trading partners, however, the Singapore dollar followed the U.S. 
currency up. Its appreciation for the full year against major currencies 
was: Yen: 3.8 percent; Deutschemark: 2.75 percent; Swiss Franc: 8.0 
percent; French Franc: 14.7 percent; Australian dollar: 11.6 percent; Hong 
Kong dollar: 11.2 percent. The Singapore dollar was basically stable 
against the Malaysian ringgit, rising only 0.4 percent against that currency 
after appreciating significantly over the previous two years. The MAS 
intervened on the foreign exchange market during the year in order to smooth 
out volatile swings in the Singapore dollar's rate and to prevent a more 
marked appreciation of the currency in the face of strong capital inflows. 
In terms of general policy, the MAS" objective is to maintain a strong and 
stable rate for the national currency, to support the growth of the 
country's role as an international financial center and to minimize imported 
inflation. 


The Government is pursuing a moderately expansionary fiscal policy to carry 
the economy through the global recession until a more general, sustainable 

recovery takes effect. The budget for Fiscal Year 1982 (April 1982 through 
March 1983) increased total government expenditures by some 31 percent, to 

about US$5.9 billion (47 percent of 1981 GDP). With revenues increasing 





only about 3 percent, this entailed a 68 percent growth in the budget 
deficit, to US$1.4 billion. The shortfall, as usual, was covered by 
drawdowns from the Government's Development Fund and ample foreign reserves 
and by domestic borrowing. No significant foreign borrowing was required; 
the external public debt totalled only US$415 million at the end of 1982, 
continuing a steady four-year decline. 


A similar budget was introduced in March 1983 for Fiscal Year 1983, 
emphasizing a further acceleration of the public housing program, heavy 
public investment in capital infrastructure projects, and large-scale 
training programs. Total expenditures are to rise 17 percent, to US$6.9 
billion (51 percent of 1982 GDP), while revenues are projected to fall about 
1.5 percent. The deficit is thus expected to rise about 21 percent, to 
US$1.75 billion. 


The Government's strategy in coping with the recession emphasizes 
maintaining domestic demand and investment to compensate for the external 
sector's weakness, retraining the work force, and attracting new investment 
in high-growth industries. Comprehensive tax and other incentives are 
offered by the Economic Development Board to industries in priority sectors, 
including computers and peripherals, industrial electronics, precision 
engineering, aviation components and servicing, medical equipment, and 
petrochemicals. The government also has encouraged a strong inflow of 
computer software firms. Rapid depreciation and other benefits are being 
offered to firms to invest in production automation, robotics, and computers 
to boost productivity. 


Development expenditures in the FY 1983 budget are to rise by 12.3 percent, 
on top of a 37.6 percent increase in the previous budget. Education and 
training are being increased 17 percent, in both development and operating 
expenditures, in an effort to increase the supply of skilled manpower. 
Housing expenditures, raised by 56 percent in FY 82, are to grow by another 
35 percent this year and will take up some 22 percent of total Government 
spending. The local construction sector is also to be sustained by the 
beginning of work on the US$2.4 billion Mass Rapid Transit System (MRT). 
Ground will be broken for the first phase of this project in November 1983. 
Capital outlays to upgrade the already-impressive local port facilities and 
telecommunications facilities are also to rise by 68 percent. 


THE ECONOMIC OUTLOOK 


Singapore will have to continue to struggle over the remainder of 1983 with 
constraints imposed on its economy by the world recession and 
still-uncertain prospects for a general recovery. This situation will be 
exacerbated, over the short run, by the impact of the decline in OPEC's oil 
prices on the fortunes of its two neighbours, Malaysia and Indonesia. Real 
growth during 1983 probably will not quite match the 6.3 percent rate 
accomplished in 1982; it seems more likely that the country's economy will 
sustain a still-creditable performance in the range of 4.0 to 6.0 percent. 





This growth may be better balanced than in 1982, however. There are signs 
that some sectors in manufacturing and trade are reversing the declines of 
last year. U.S. manufacturing subsidiaries in the electronics industry in 
particular have noted a substantial increase in new orders for export since 
the beginning of 1983, responding to the pickup in demand and industrial 
production in the U.S. during the first quarter. Employment remains tight, 
and many established and new firms in Singapore's high-priority 
manufacturing sectors are seeking additional skilled labor. However, orders 
have not picked up to the same extent for firms without direct links to U.S. 
manufacturing parent corporations, and other key sectors remain under 
intense pressure. Ship repair and oil-rig construction are deeply 
depressed. Declining oil revenues may reduce Singapore's trade with both 
Malaysia and Indonesia. Indonesia's recent devaluation and other measures 
have already cut tourist traffic from Indonesia by 30 percent or more, 
cutting seriously into hotel revenues and retail sales here. The financial 
sector may also grow at a somewhat reduced pace, reflecting the general mood 
of caution pervading the international banking industry. 


Uncertainty still marks the prospect for significant improvement in 1983, 
although Singapore seems likely to achieve a growth rate which would be more 
than welcome in most countries. As usual, the outlook for the year depends 
in large part on the success of the United States in sustaining its current 
recovery. Singapore's other principal markets appear generally less dynamic 
and similarly dependent on recovery in the U.S. Without a sustained global 
recovery, Singapore could probably maintain real growth in the four to six 
percent range over the next year or two. Given the lag between the turning 


points in the U.S. business cycle and Singapore's economy, signs of a 
general, more broadly-based upturn should not be expected until the second 
half of 1983. 


SECTORAL DEVELOPMENTS 


MANUFACTURING: Industrial production, plagued by a reduction of exports to 
the EEC and the United States, declined by 6.8 percent in real terms for the 
year. The manufacturing sector's share of GDP fell from 22 percent to 20 
per cent (computed at constant cost). 


The electronics industry, manufacturing's largest subsector in terms of 
value added and employment, was hit particularly hard. ‘Total output of the 
electronics sector fell by 11 percent, to Singapore US$2.5 billion. The 
consumer electronics sector recorded the greatest setback, hurt by falling 
disposable incomes in the developed countries and a strong Singapore dollar, 
which rendered export prices less competitive. At the same time, a 
continued inflow of computer hardware manufacturers boosted the production 
of computers and related products. During the year ten electronics firms 
closed down (out of some 240 companies) and about 12,920 workers in the 
industry were laid off. The sector seems to have begun a recovery in 1983's 
first quarter, as U.S. electronic manufacturers’ local subsidiaries received 
sharply higher new orders from their parent corporations. 





GDP SHARE AND GROWTH BY SECTOR 
in percent 


Sectoral 
Share of GDP Growth Rates (US$) 
1960 1970 1981 1982 1981 1982 
(At constant 1968 factor cost) 


Goods Sector 28% 12.2% 
Manufactur ing i 19 22 20 Ties 
Construction 5 19.1 
Other Goods 1 6.0 

Services Sector 78 2 2 3 12.5 
Trade (including 

tour ism) Via 
Transport & 

Communications 
Financial & 

Business Services 14 
Utilities 3 
Other Services 14 


(At current factor cost) 


Goods Sector 29 
Manufacturing 19 
Construction 7 
Other Goods 3 

Services Sector 72 
Trade (including 

tourism 30 
Transport & Communi- 

cations 11 
Financial & Business 

Services 14 
Utilities 3 
Other Services 14 


Ww 
~ 
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8 
7 
2 
3 


Sy 


Source: Embassy estimates based on data from the Ministry of Trade and 
Industry. 





The transport i t production index dropped 11.1 percent in 1982. The 
number of Febsete ET I in the local yards fell from 433 in 1981 to 344 in 
1982. However, their combined value rose by 18.6 percent, to US$865 
million. Oil-rig building remained the largest contributor to the industry 
in terms of value. Rig builders received only four new orders in 1982 and, 
working on past orders, launched 16 vessels during the year, against 31 in 
1981. Shiprepairing activity was down an estimated 30 percent, with the 
larger yards reporting as much as 50 percent less activity. So far in 1983, 
the sector has shown no signs of an upturn. 


Petroleum refining, contributing 40 percent to manufacturing's output, rose 
Marginally in ‘atte of a weakening in both the demand for and prices of 
refined products. The sector's sustained favorable performance has hinged 
on its third-party processing contracts with crude suppliers; refining for 
Indonesia and Malaysia averaged 200-230,000 barrels per day in 1982 and the 
previous several years. This activity is expected to diminish tremendously 
after the imminent start-up of new refineries by Singapore's major 
third-party processing customer, Indonesia. Indonesia declined to renew its 
annual contracts with Singapore's refineries for 1983, opting instead for 
quarterly agreements. In addition, local refineries are facing smaller 
export markets, overcapacity, and competition from new refineries in the 
Middle East. Singapore's imports of crude petroleum in 1982 dwindled by 4.5 
percent to 30.2 million tonnes, while its value fell by a larger margin - 
8.5 percent to US$7.6 billion - due to depressed prices. Saudi Arabia, the 
single major supplier, had an estimated 57 percent of the import market 
(trade with Indonesia excluded) . 


Manufacturing industries which could not keep up their previous year's 
performance included sawn timber, plywood, textiles, and wearing apparel - 
all labor-intensive with low value added per worker. On the other hand, 
industries which cater to the robust construction sector, particularly iron 
and steel, cement and concrete products, increased production significantly. 


CONSTRUCTION: The building and construction sector provided a vital thrust 
sto the economy in 1982 - scaling up by 34.5 percent in real terms. The 
Government, through its accelerated public housi am, stimulated the 
sector's high growth. The Housing aa Deve Lopment fcard completed some 
38,500 units of apartments in 1982, with some 87,000 units still under 
construction. The private sector, stimulated by various forms of 
governmental assistance (a loan scheme at concessionary interest rates, 
accelerated depreciation and investment allowances) also stepped up its 
construction of residential buildings, hotels, office and shopping 
complexes, factories and warehouses. Backed by this impetus, construction 
activity held up strongly in the first few months of 1983, as bank lending 
to the construction industry and the production of Wilding materials both 
continued to rise strongly compared to the start of 1982. 





SERVICES AND TRADE: Trade, Singapore's traditional source of livelihood, 
was adversely affec a string of factors: decreased demand in the 
industrial countries, depressed commodity prices, and increasing trade 
protectionism. Nevertheless, the sector (including tourism) grew by 3.4 
percent in real terms. The merchandise trade deficit balance widened by 
11.6 percent, to US$7.4 billion, as recorded imports grew slightly while 
‘exports dropped less than 1.0 percent. The merchandise trade gap narrowed 
during 1983's first quarter to US$1.8 billion, compared to US$2.2 billion in 
the corresponding period in 1982. This reflected a drop in both exports and 
imports; exports were down 1.2 percent compared with 1982's first quarter, 
to US$5.1 billion, while imports dropped 5.9 percent to US$6.9 billion. 


Singapore's effective industrialization program is reflected in its growing 
domestic exports, which presently account for two-thirds of total exports. 
‘In 1982, poor export orders for petroleum products, processed food products, 
machinery and transport equipment, electronic components, and electrical 
appliances pulled down domestic exports by 2.2 percent. The re-export of 
chemical products to neighboring countries lifted the Republic's total 
re-exports by 2 percent. Total exports slipped by 0.9 percent to US$20.8 
billion. Petroleum and related products accounted for almost half of total 
domestic exports, underlining the importance of oil refining to the 
economy. Other major domestic export items were electronic products, 
telecommunications apparatus, marine vessels (including oil-drilling rigs) 
and clothing. Crude rubber from Malaysia, utilizing Singapore's efficient 
port facilities, remained the most important re-export item. 


Curtailed manufacturing production lowered Singapore's imports of 
intermediate inputs, a major factor in the slowdown in growth of total 
imports. Total imports rose only 2.1 percent over the year, to US$28.2 
billion. Crude petroleum imports fell by 8.5 percent, but still accounted 
for 27 percent of all imports by value. Other significant import categories 
were: electronic components, iron and steel for construction, large 
motorized marine vessels, and general industrial equipment. 


Singapore's five major trading partners - Malaysia, Japan, the United 
States, Saudi Arabia, and the EHC - shared 62.8 percent of Singapore's total 
trade. Malaysia became the country's leading trading partner, with 15 
percent of its total trade. An increase in crude petroleum imports from 
Malaysia for third party processing more than offset declines in rubber and 
timber. Subsequent exports of refined petroleum products to Malaysia rose 
sharply, paralleled by lesser increases in re-exports of consumer electronic 
products and industrial machinery and equipment. The United States was 
Singapore's second best export market. Japan, trailing just behind Malaysia 
in total trade, increased its exports to Singapore but purchased less. 

Total trade with Japan stagnated at US$7.3 billion and its share dropped 
slightly, to 14.9 percent. Nevertheless, Japan remained Singapore's main 
supplier of manufactured goods, providing most of the iron and steel to the 
local construction industry. Saudi Arabia's high ranking was attributable 
to a single item, crude petroleum; 57 percent of all imported crude came 
from Saudi Arabia. 





INGAPORE'S MAJOR TRADING PARINERS, 1982 


(US$ billions) 


Percent of 
Wor ldwide 
Total Trade 


Malaysia 
[leading imports: 


[leading exports: 


Japan 
[leading imports: 


[leading exports: 


United States 
[leading imports: 


[leading exports: 


Saudi Arabia 
{leading imports: 
[leading exports: 


EEC 
[leading imports: 


[leading exports: 


Note: 


15.0 


14.9 


12.8 


10.2 


Total 
Trade Imports Exports 
$ 7.4* $ 3.8 $ 3.7 
petroleum & products ($1.68), 

crude rubber ($0.52), 

electrical machinery ($0.30)]. 

petroleum & products ($1.24), 

electrical machinery ($0.31), 

special industrial machinery ($0.17)]. 


$ 7.3 

iron & steel ($0.78), 
telecommunication apparatus ($0.64), 
electrical machinery ($0.56)]. 
petroleum & products ($1.50), 
non-ferrous metal ($0.09), 
electrical machinery ($0.07)]. 


$ 5.0 $ 2.3 


$ 6.2 $ 3.6 
electrical machinery ($0.72), 
general industrial machinery ($0.50), 
special industrial machinery ($0.30)]. 
electrical machinery ($0.76), 
telecommunication apparatus ($0.38), 
transport equipment ($0.24)]. 


$ 5.0 $ 4.4 
petroleum & products ($4.39)]. 
cereals & cereal preparations ($0.18), 
processed animal & vegetable oils ($0.05), 
telecommunication apparatus ($0.04)]. 


$ 2.6 


$ 0.6 


9.9 $ 4.8 $ 2.9 
transport equipment ($0.38), 
electrical machinery ($0.30), 
general industrial machinery ($0.29)]. 


$ 1.9 


telecommunications apparatus ($0.30), 
electrical machinery ($0.27), 
crude rubber ($0.19)]. 


"Electrical machinery" includes electronic components and assemblies. 


* Total does not add up because of rounding. 





The largest categories of imports and exports worldwide and to the United 


States are: 


WORLDWIDE 


COMMODITY 


Pet. & prod. 
Elect. 

mach. 
Transp. 
equip. 

Gen. indust. 
machinery 
Iron & steel 


Pet. & prod. 
Elect. mach. 
Telecom. 
apparatus 
Crude rubber 
Transp. 
eguip. 


Pet. & prod. 
Elect. mach. 
Telecom. 
apparatus 
Transp. 
equip. 
Clothing 


Source: 


VALUE 
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Department of Statistics. 


The United States remained Singapore's third largest overall trading partner 


in 1982. 
12.9 percent in 1981. 


Its share of total trade dropped marginally, to 12.8 percent from 
While imports from the United States rose by 4.4 


percent, exports to the United States dropped by 7.1 percent, some US$150 


million. 


Buoyant local construction activity resulted in higher imports of 


civil engineering equipment from the United States. Strong support from the 


local Government for the increased use of computers also sharply boosted 





imports of American data processing machines. While refined petroleum 


products dominated Japan's imports from Singapore, consumer electronics, 
oil-drilling rigs and clothing constituted the major U.S. purchases. 


Worldwide recession dampened the growth rate of tourist arrivals from 10.4 
percent in 1981 to only 4.5 percent in 1982. Singapore still welcomed 2.9 
million visitors last year, mostly from Indonesia, Japan, and Malaysia. 
Indonesia's decision in November 1982 to increase its exit taxes sixfold cut 
tourist traffic from Indonesia by 30 percent or more, a major blow to many 
mid-range hotels and retail shopping centers here. Hotel occupancy rates 
slipped in late 1982 and early 1983 to 70 percent or less, versus rates 
above 90 percent in the 1979-80 hotel boom. 


Real growth in the financial and business services sector slowed from 20.9 
percent in 1981 to a still-remarkable 12.9 percent in 1982. Loans and 
advances from banks and finance companies to the non-bank sector increased 
by a healthy 20.6 percent, in spite of a slowdown in the financing of all 
economic activities and a slight reduction in hire-purchase financing. The 
buoyant building and contruction sector recorded the highest growth in bank 
loans, while housing loans also rose moderately. Loans to the ailing 
manufacturing sector edged up by 5.8 percent. A fourth of banks’ loans were 
for trade financing. Loan activity picked up during the fourth quarter of 
1982 and continued to strengthen during the first quarter of 1983 as prime 
lending rates fell and Singapore's stock market kept up its bull rally. 


The offshore Asian Dollar Market, the regional offshoot of the Eurodollar 
market, grew by some 20 percent in 1982, as total assets held by offshore 
Asian Currency Units (ACU's) operated by banks in Singapore reached US$103 
billion at year's end. The market had grown at an average of 47 percent 
over the prior three years. Bankers lent more cautiously last year because 
of strains in major economies, the retraction in world trade, and developing 
countries’ massive debt problems. While the Asian Dollar Market topped 
US$100 billion for the first time, its growth was not consistent. After 
peaking at US$103 billion in December, the market slipped to just under 
US$100 billion in February 1983. Some depreciation of the U.S. dollar 
against other major currencies late in 1982 and a narrowing of the interest 
rate differential between the the Asian Dollar Market and the local money 
market encouraged a shift in funds out of ACU's into other currencies, 
including the Singapore dollar. Sixteen Asian Dollar bonds, worth US$1.0 
billion, were issued during 1982 (with a single issue worth US$200 million), 
compared to 1981's 21 issues worth US$1.2 billion. 


In 1982, borrowers raised US$794.9 million through syndicated loans booked 
in Singapore's offshore market, a mere 2.7 percent of the total syndicated 
lending in the Asia/Pacific region. Despite this low level of loan 
syndication activity, Singapore's ranking among all Asian/Pacific financial 
centers for loan syndications rose from eleventh place in 1981 to ninth last 
year. 





Singapore continued to attract an inflow of foreign financial institutions. 
Ten new offshore banks were set up during the year, bringing the total 
number of domestic and offshore commercial banks operating in Singapore to 
118. Six new merchant banks began operations, for a total in that category 
of 47. Various financial institutions also obtained authorization to open 
Asian Currency Units, raising the total number of ACU's in the offshore 
financial sector to 150. A number of other foreign banks have received 
permission to open ACU's in 1983 or have applied for licenses to do so. 


The stock market opened 1982 on a short-lived note of stability. The 
Straits Times Index peaked at 810.8 on January 6 and then slipped 
uncontrollably downwards for the next seven months; bottoming at 559. The 
bearish mood resulted from the interplay of a gloomy official forecast of 
the local economy, poor performances by many large corporations, relatively 
high interest rates, and equally bearish trends in major foreign stock 
markets. Trading volumes and prices plunged to new lows in August. In late 
August, the Stock Exchange of Singapore (SES) reacted forcefully to the 
strong rally on Wall Street. Spurred on by declining prime lending rate, 


SINGAPORE STOCK INDICES 


Dec. Dec. April 


Aug es 
1981 1982b/ 1982 1983 


S'pore Straits Times 
Index of 30 Indust. 780.8 557.07 732.8 954.87 
S'pore Business Times 

Indicator 2/ 111,123 159,712 267 ,020 656,034 
Stock Exchange of 

S'pore Index 

(Indust. & Commer.) 668.3 416.84 546.2 716.47 


Index of the day's ten most active counters. 
Mid-August index/indicator. 


Volume traded: 1979 : 962.6 1980 : 2183.6 1981 : 2734.1 1982 : 1549.9 
(million units) 


the market rebounded vigorously. For the first time, the Hongkong market 
lost its accustomed influence on the local exchange and investors began to 
look to the New York market for signs of stock movements. Nine new 
companies were added to the SES listing in 1982. Although this was two more 
than the previous year, the total capital raised was considerably less - 
US$78.5 million versus S$167.0 million in 1981. Me and a half billion 
units of stocks were traded on the SES, a drop of 43.3 percent over 1981. 





In value terms the fall was even larger - 62.4 percent to US$2.4 billion. 
Volume and price were both stronger in the last quarter of 1982 and the 
market boomed along through 1983's first quarter; volume turnover was 175 
percent above 1982's first quarter and market indices were approaching 
1981's historic high points in April 1983. 


TRANSPORT AND COMMUNICATIONS: The transport and communications sector grew 
at a slower pace during the year. The operations of Singapore Airlines 
(SIA), a major contributor to the GDP, were constricted by growing 
protectionism, declining air traffic, and a strong Singapore currency. The 
national air carrier's profit performance slipped in 1982 from a previous 
average annual growth of 25-30 percent to an estimated 5 percent. Aircraft 
landings dropped but the number of air passengers and cargo handled 
increased, as airlines switched to bigger, more efficient aircrafts. In 
spite of reduced world trade, Singapore's port handled 7.0 percent more 
vessels and 12.0 percent more seaborne cargo. Out-going international telex 
and telephone calls recorded healthy increases of 30.0 percent and 43.1 
percent respectively in 1982. 


LABOR: Although lay-offs were more pronounced in 1982, Singapore managed to 
Maintain essentially full employment. In fact, there may be net 
overemployment if one takes into account the use of foreign workers (10 
percent of the workforce.) The official unemployment rate was 2.6 percent 
at mid-year. Retrenched workers from labor-intensive electronics and 
textile/garment plants were readily absorbed by the active construction and 
services sectors. In addition, some manufacturers kept their workers on 
shorter work hours in anticipation of an upturn. 


Labor productivity was held by the recession to an increase of 2.0 percent 
in 1982, down from the 5.3 percent rise of 1981 and the average growth of 
4.7 percent over the preceding three years. Since the manufacturing labor 
force was reduced proportionately less than was manufacturing output, 
productivity in this sector actually fell by 4.6 percent, a striking 
reversal of the 9.2 percent increase in 1981. In contrast, productivity in 
the hectic construction sector rose 11.2 percent, and significant increases 
were also achieved in the transport and communications and financial and 
business services sectors. 


During 1982, the Singapore Government announced that it would withdraw from 
its direct role in setting annual wage guidelines. This was to restore 
direct bilateral wage negotiations between trade unions and employers and to 
permit productivity-based wage adjustments. During 1979-1981, the 
government-dominated tripartite National Wages Council (NWC) issued 
guidelines for wage increases averaging 20 percent per year, as part of the 
Government's plan to encourage a shift into more capital-intensive 
manufacturing. In 1982, in light of the economic slowdown and diminished 
international competitiveness, the NWC's guidelines were substantially 
lower; nominal wages were to be increased by 7.25 to 11.25 percent, while 





actual take-home pay was to go up by 0.75 to 4.75 percent. As of this 
writing, the procedures to be followed in adjusting wages in 1983 had not 
yet been settled, but public pronouncements by the Government suggest that 
the workforce should not expect wage hikes beyond those realized in 1982. 


PUBLIC SECTOR: ‘Total spending by the public sector (the Government plus 
several statutory boards) rose by 21 percent in calendar year 1982, to 
US$7.8 billion, versus 31 percent during 1981. Development expenditures 
grew more rapidly than did current operating spending (34 percent versus 
14.6 percent), as the Government emphasized the continued upgrading of 
housing, the capital infrastructure, and education and training. The bulk 
of the increase in current outlays was attributable to a hefty upward 
revision in the civil service scale. 


Total public sector revenue rose by 20 percent, to US$7.5 billion, most of 
which came from income taxes and land sale receipts. More than 
three-fourths of the income tax revenue was from the corporate income tax. 
The public sector ran up a surplus of US$2.7 billion, based on current 
expenditures and revenues, but the heavy increase in development spending 
produced an overall deficit of US$328 million for the calendar year, an 
increase of 47 percent over 1981. The deficit was financed almost entirely 
from domestic borrowing. 


GOVERNMENT BUDGET 
(Billions of Singapore dollars) 


Category FY 1983 1982 
(Budgetted) (Actual) 


Current Expenditures 6.88 
Development Expenditures 7.79 
Total Expenditures 14.67 
Current Revenue 8.87 
Development Fund Income 2.06 
Balance -3.742/ 


n.a. - not available. 
a/ - Excludes income from the Development Fund. 


Note: FY 1983 = April 1, 1983 - March 31, 1984 





IMPLICATIONS FOR THE UNITED STATES 


Singapore's resiliency in coping with recessionary pressures will continue 
to make this island republic an attractive location for U.S. direct 
investment and an interesting market for U.S. exporters. 


The Government's industrial development program encourages direct 
investments in capital-intensive industries with high growth potential. 
Generous tax incentives and other aids are extended to firms planning to 
establish operations in such areas as computers and peripherals; industrial 
electronics; precision engineering; robotics and computer-operated 
numerically-controlled (CNC) metal-working machinery; aviation components 
and servicing; and medical and laboratory equipment. In addition to 
financial and capital infrastructure assistance, the government also 
provides support for worker training in many cases. Investment in 
labor-intensive sectors, such as simple electronics assembly, will not 
receive official support and will encounter relatively high labor costs. 


On the trade side, the outlook is favorable for industrial and office 
products which increase producivity. These include computers and word 
processors; process control equipment; and other equipment for the 
automation of manufacturing, assembly, raw material processing/packaging, 
and warehousing and cargo handling. Local affluence (per capital GNP above 
US$5,700) also supports demand for consumer goods (particularly more 
fashionable and prestigious lines) and processed foods. As a regional 
center for petroleum exploration and refining, Singapore will continue to 
import oilfield and refinery equipment, although at significantly reduced 
levels for the near-to mid-term. 


Several major projects in the public and private sectors will be of interest 
to U.S. vendors. Construction of the US$2.5 billion Mass Rapid Transit 
System (MRT) will begin in the fourth quarter of 1983. ‘Tenders for the 
Civil works and mechanical and electrical segments of the first phase of 
this project are being issued during the second quarter of 1983. 
Pre-qualification of firms for this work was completed in April. The Public 
Utilities Board (PUB) plans to construct two major electrical generating 
plants. Tenders for the electrical equipment needed for the first plant 
(750 megawatts) were to be issued in late April. ‘The second plant will be 
either oil or coal-fired. Feasibility studies are still underway on this 
plant. Telecoms, the combined telecommunications and postal agency, will 
spend US$1.5 billion over the next five years on new facilities and 
equipment. About 50 percent of this budget will purchase equipment and 
cables. Components on which U.S. suppliers can still bid include fiber 
optic lines, telex switching equipment, and undersea cables. The Port of 
Singapore Authority (PSA) has budgeted US $750 million in capital outlays 
through 1985. Projects include the 42-storey PSA headquarters, four new 
container berths, new warehouses, development of wharves, new marine craft, 
and new mechanical cargo-handling equipment. 





In the health care field, the Government is considering a proposal to 
upgrade existing polyclinics and to build new clinics in each public housing 
estate. Three existing public hospitals are to be rebuilt, and the US$220 
million Kent Ridge Hospital will be completed by 1986. Plans have also been 
laid to build four new private hospitals and to rebuild other existing 
hospitals over the next five years. 


Trade opportunities in Singapore extend beyond the Republic's domestic 
market. The country is a regional sales, servicing, and warehousing 

center. The sales offices of many foreign firms here have regional 
responsibilities, and local agents and distributors often possess the rights 
to market their suppliers goods regionally. For these reasons, Singapore 
tends to be the first place for first-time exporters to Southeast Asia to 
locate or look for representation. 


This report was prepared by State Department officers in the Economic 
Section of the American Embassy in Singapore. The Foreign Commercial 
Service contributed to the section dealing with implications for the United 
States. Companies interested in overall economic, financial, and investment 
information about Singapore may contact the Economic Section directly. 


Advice on specific trading or investment opportunities in Singapore can be 
obtained from the Commerce Department's Foreign Commercial Service, 
represented here by the Commercial Section of the Embassy and the associated 
U.S. International Marketing Center. The latter is responsible for trade 
promotion and arranging U.S. company participation in trade exhibitions 
throughout South East and South Asia. The following trade promotion events 
are planned for Singapore: Telecommunications Equipment Trade Mission 
(August 18-19, 1983); Computer Equipment Trade Mission (October 1983); Asia 
Print/Pack'83 (November 9-13, 1983 - for printing and packaging equipment) ; 
Aerospace'84 (January 18-22, 1984 - for aircraft/avionics and ground support 
equipment); Security and Safety Equipment Trade Mission (January 1984) ; 
Rubberplas'84 (March 13-16, 1984 - for rubber and plastics products 
production equipment and materials); Airconditioning and Refrigeration 
Eguipment Trade Misssion (March 5-6, 1984); SIBEC/CONEOPT (March 27-30, 1984 
- for building materials and supplies); Textile Fabrics Trade Mission (March 
1984); Banque Asia'84 (April 2-5, 1984 - for banking equipment and 
services); Internepcon's4 (August 16-18, 1984 - for electronic devices, 
production and test equipment). Firms interested in participating in these 
activities should contact their nearest Commerce Department District Office. 


Business people planning to visit Singapore should write or telex several 
weeks in advance, if possible, to ensure that any required assistance can be 
arranged. The embassy's address is: American Embassy, 30 Hill Street, 
Singapore 0617. When writing from the United States, the FPO address may 
be used: American Embassy - Singapore, FPO San Francisco 96699. The 
Embassy's telephone number is 338-0251. Parties wishing to contact the 
Embassy by telex must used the telex number for the International Marketing 
Center: RS 25079. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:514 





